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MR.  CHAIBJUN,  LADIES  AND  GENTLEMKX  : 

I  appreciate  highly  the  privilege  of  addressing  you  upon  two  inter- 
ests so  intimately  connected  with  the  public  welfare  as  Life  Assurance 
and  Savings  Banks.  Fortunately  for  the  good  of  the  community, 
the  object  of  the  latter  is  reasonably  well  understood ;  unfortunately, 
that  of  the  Life  Company  is  not  so  well  known.  As  to  their  relation, 
there  is  some  misapprehension,  many  regarding  one  as  a  rival  of  the 
other.  There  is  no  legitimate  rivalry  between  them.  With  respect  to 
both,  there  has  been,  I  fear,  particularly  of  late,  more  attention  paid  to 
certain  incidental  advantages  arising  from  them,  than  to  the  real  idea 
which  they  were,  each,  intended  to  express.  It  seems  to  be  a  fitting 
time  now,  when  so  much  anxiety  is  manifested  as  to  the  stability  of  the 
Banks  and  the  distribution  of  profit  (so  called)  by  Life  Companies,  to 
revert  to  first  principles. 

First,  then,  as  to  Savings  Banks.  A  clear  distinction  must  be  drawn 
between  Banks  of  issue  and  discount,  and  Savings  Banks.  They  have 
one  common  feature  and  but  one — both  receive  deposits.  Beyond 
this  they  are,  or  ought  to  be,  totally  dissimilar.  The  former  exist 
chiefly  for  the  convenience  and  protection  of  the  rich — the  latter,  for 
the  benefit  of  the  poor.  By  "  the  poor,"  are  not  necessarily  meant 
objects  of  charity  or  those  who  are  trembling  on  the  brink  of  beggary. 
These  are  poor  certainly,  but  the  term  has  a  wider  signification,  and 
comprehends  all  those  who  earn  their  daily  bread  by  their  daily  labor, 
whether  manual  or  mental,  and  have  no  invested  capital  to  rely  upon 
in  case  of  need.  The  Savings  Bank  is  to  assist  such  "poor"  to  lay  by 
enough,  out  of  the  earnings  of  prosperous  seasons,  to  keep  themselves 
and  families  from  want  in  times  of  adversity.  The  charter  for  tin-  tir>; 
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Bank  of  the  kind,  in  this  State,  was  granted  on  the  memorial  to  the 
Legislature,  of  the  "  New  York  Society  for  the  Prevention  of  Pauper- 
ism." The  very  name  indicates  its  object  and  its  scope ;  it  is  not  only 
a  Bank  of  Savings,  but  a  Bank  for  Savings — that  is,  [it  is  to  serve 
not  only  as  a  receptacle  of  accumulations  already  made,  but  also  as  an 
incentive  to  make  them.  The  first  thing  demanded  of  such  an  institu- 
tion is  absolute  security  of  the  funds  intrusted  to  it — the  interest  paid 
is  a  secondary  consideration.  It  was  the  losing  sight  of  this  primary 
idea  that  led  to  so  much  recent  distress.  The  late  failures  ought  not 
to  shake  the  faith  of  any  man  in  the  excellence  and  stability  of  the  sys- 
tem, when  properly  administered.  There  is  no  prouder  financial  record 
in  history  than  that  made  by  Trustees  of  Savings  Banks  in  the  State  of 
New  York.  For  more  than  fifty  years,  these  institutions  have  shed 
their  benign  influence  on  society,  and  in  all  this  time,  with  over  a 
thousand  million  dollars  at  stake,  less  than  one  cent  in  a  hundred 
dollars  was  lost  to  depositors  by  unfortunate  investments,  and  not  one 
cent  was  ever  lost  by  fraud  or  dishonesty,  till  the  year  1871.  In  the 
early  part  of  that  memorable  year,  the  system  received  a  shock  by  the 
failure  of  a  comparatively  small  institution  in  Buffalo  through  dishon- 
esty of  its  Treasurer,  and  that  has  been  followed  by  failures  in  this 
city.  A  half-century  record  like  that  given,  of  integrity  unimpeach- 
able, of  sagacity  unquestioned,  and  of  devotion  to  duty  for  its  own  sake, 
ought  not  to  be  rendered  of  no  avail  by  the  machinations  of  a  few  bad 
men,  who  had  themselves  injected  into  office  for  other  reasons  than  the 
public  good.  Unhappily,  as  the  law  now  stands,  each  Bank  gets  a 
special  charter  for  itself,  into  which  may  be  introduced,  by  accident  or 
fraud,  objectionable  features,  and  the  whole  may  be  committed  to  per- 
sons unworthy  of  the  trust.  There  should  be  a  general  banking  law, 
under  which  all  such  corporations  might  organize.  The  interests  of 
the  seven  hundred  thousand  depositors  in  this  State,  and  the  two  hun- 
dred and  thirty  millions  of  money  held  in  trust  for  them,  ought  not  to 
be  subject  to  the  caprice  of  successive  Legislatures  and  the  craft  of 
designing  men.  There  are  Banks,  and  enough  of  them,  I  believe,  to 
which  you  may  intrust  your  money  with  perfect  faith;  it  will  be  care- 


SAVINGS    BANKS.  O 

fully  guanle.1  ami  returned  to  you,  when  you  want  it,  as  certainly 
as  that  tin-  State  will  meet  its  obligations.  There  are  others,  as  late 
experience  teaches,  that  must  be  avoided.  Beware  of  those  which 
"  protest  too  much,"  which  advertise  high  rates  of  interest  ami  tacili- 
tioa  inconsistent  with  fundamental  principles.  It  is  on  record  that  a 
naw  Bank  offered  seven  per  cent  to  depositors,  the  interest  to  he^in  Minn- 
time  before  the  Bank  opened!  Surely  the  projectors  thereof  were  mure 
than  ordinarily  philantliropical,  or  hopeful,  or  'they  veiled  ulterior  de- 
siirns  muter  a  pretence.  That  man  understood  the  subject  much  better, 
who,  in  the  early  part  of  our  late  war,  carried  his  money  to  a  Bank, 
and  asked  the  cashier  if  it  were  true  that  the  rate  of  interest  had  been 
lowered  to  four  per  cent.,  and  on  being  answered  in  the  affirmative, 
said,  "Well,  that's  prudent;  I'want  you  to  take  care  of  my  money." 
He  kne\s-  that  the  assured  safety  of  his  earnings  was  more  to  him  than 
a  possible  one  or  two  per  cent  extra.  His  confidence  was  not  misplaced. 
That  bank,  after  the  time  of  peril  and  depression  had  passed,  declared 
an  extra  dividend  of  three  per  cent.,  and  continued  it  for  five  succes-hv 
years.  Wherever  you  find  a  Bank  conducted  on  conservative  princi- 
c-ples,  where  tho  security  of  the  principal  is  more  thought  of  than  the 
increase  of  it,  have  no  fear.  But  constant  circumspection  is  tiresome, 
and,  in  this  case,  impracticable.  A  general  law,  rigidly  executed, 
w.uild  relieve  us  of  it,  by  informing  us  what  to  expect  in  whatever 
institution  we  placed  our  money.  Without  reflecting  in  the  least  upon 
those  Banks  which  vary  in  practice  from  the  principles  here  set  forth, 
and  without  attempting  to  give  more  than  the  most  apparent  general 
principles,  I  think  such  a  law  might,  with  advantage,  include  some 
requirements  like  the  following: 

Not  one  cont  of  the  deposits  ought  ever  to  be  touched  for  expenses. 
If  the  corporator-;  are  not  willing  to  guarantee  them,  till  the  earnings 
become  adequate,  they  should  not  take  the  office. 

Enough  of  the  deposits  ln-in^  reserved  to  meet  probable  demands, 
the  rest  should  be  inve<ted  in  the  very  best  securities  only.  On  such 
securities,  in  ordinary  times,  six  and  seven  per  cent,  are  all  that  can, 
with  certainty,  be  realized.  Out  of  the  earnings  thus  made,  the  ex- 
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penses  are  first  to  be  met ;  then  a  surplus  should  be  laid  up  to  guard 
against  loss  and  to  meet  unusual  demands,  in  periods  of  distress  and 
panic.  This  surplus  should  be  ten,  or  in  some  cases,  perhaps,  fifteen 
per  cent,  of  the  deposits,  and  must  be  kept  intact  in  times  of  quiet  to 
make  safe  the  days  of  unrest.  It  is  probable  that  after  these  precau- 
tions have  been  taken — and  they  are  necessary— -five  per  cent,  is  as 
high  a  rate  as  ought  to  be,  in  advance,  promised  or  expected.  If,  at 
any  time,  the  condition  of  things  would  warrant  it,  extra  dividends 
might  be  declared.  Or  it  might  possibly  be  better  to  promise  no  par- 
ticular rate  beforehand.  Let  dividends  be  distributed  at  stated  periods 
out  of  the  earnings  actually  made.  It  is  not  always  wise  to  count 
chickens  before  they  are  hatched.  The  highest  rate,  if  any  distinction 
is.made,  should  be  allowed  on  small  deposits.  The  design  of  the  Bank 
is  to  assist  poor  and  thrifty  men  to  take  care  of  themselves,  and  it 
should  extend  the  greatest  aid  to  him  who  needs  it  most.  If,  after  the 
amount  deposited  reaches  a  thousand  or  fifteen  hundred  dollars,  the 
person  owning  it  should  become  dissatisfied  with  the  interest  received, 
he  can  withdraw  it,  invest  in  a  Government  Bond  or  a  Life  Policy,  and 
begin  over  again. 

It  would  be  wise,  too,  to  limit  the  amount  of  deposits  receivable. 
When  the  customers  are  too  numerous,  much  valuable  time  is  likely  to 
be  wasted  by  them  in  awaiting  their  turn  to  be  served — and  time,  to  a 
man  dependent  upon  his  own  exertions,  is  money.  As  a  complement 
to  this,  no  new  Bank  should  be  permitted  unless  it  is  required  in  the 
neighborhood.  If  there  are  more  Banks  in  any  district  than  necessity 
demands,  they  will  probably  enter  into  strife,  attempt  to  outbid  each 
other  for  popular  support,  and  in  such  contest  there  is  danger  to  those 
who  can  least  protect  themselves. 

And  here  comes  a  vital  point — the  Trustees  should  always  be  men  of 
known  integrity  and  good  business  capacity ;  if  they,  or  a  majority  of 
them,  are  men  of  business,  active  or  retired,  so  much  the  better.  They 
should  receive  no  other  compensation  for  their  services  than  the  con- 
sciousness of  doing  good  to  their  fellow-men,  and  should  give  bonds  for 
the  faithful  execution  of  their  trust.  This  seems  a  severe  requirement, 
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hut  there  are  now,  always  have  been,  and,  I  fondly  believe,  ever  will 
be  men  enough  of  the  character  indicated,  to  conduct  all  the  Savings 
Hanks  that  are  or  may  be  needed.  The  Almighty  has,  in  his  bounty, 
given  us  good  material  niough;  let  us  make  use  of  it,  and  discard  tho 
rotten  stuff  of  which  we  have  had  entirely  too  much.  If  any  Trustee 
be  or  become  negligent,  he  should,  by  that  very  fact,  cease  to  hold 
office,  that  his  place  might  be  suitably  filled.  No  name  ought  to  be 
allowed  on  the  list,  the  possessor  of  which  is  not  an  active  officer. 
Doubtless  many  a  poor  man  has  been  lured  to  his  ruin  by  the  magic 
of  a  name,  which  to  him  meant  security,  and  to  the  Bank  was  but  tho 
shadow  in  wliich  rascality  flourished. 

Regulations  such  as  these,  and  others  pertaining  to  periodical  and 
exhaustive  examination  of  liabilities  and  assets,  the  requisite  notice  for 
the  withdrawal  of  deposits,  frequent  examination  of  pass-books  (an  es- 
.M-ntiul  precaution),  the  fund  called  "available"  (and  properly  so,  since 
in  large  amounts  it  is  very  available  to  officers  and  their  friends),  etc., 
etc.,  that  a  large  experience  of  such  banks  and  of  men  might  indicate 
to  a  wise  legislator,  would  serve  to  make  all  the  Savings  Banks  what 
many  or  most  of  them  now  are — the  synonym  of  safety — and  enable 
them  to  do,  with  certainty,  in  the  future,  what  they  have  so  nobly  done 
in  the  past,  viz :  "  to  cherish  meritorious  industry,  to  encourage  frugal- 
ity an  1  retrenchm  3at,  and  to  promote  the  welfare  of  families,  the  cause 
of  morality,  and  the  good  order  of  society." 

But  time  presses,  and  we  must  pass  from  that  institution  which  aids 
a  man  to  protect  himself  while  he  lives,  to  the  other,  which  is  to  enable 
him,  die  when  ho  may,  to  live  still  as  the  material  support  of  his  de- 
pendents— I  mean,  of  course,  the  Life  Company.  We  shall  here  have 
to  deal  with  an  intorest  distinct  from  that  which  we  have  just  consid- 
ered, but  closely  allied  to  it  in  character  and  in  the  vastness  of  its  pro- 
portions. More  than  two  thousand  millions  of  dollars  are  guaranteed, 
on  certain  conditions,  by  Life  Companies  in  this  country,  and  the  heirs 
or  assigns  of  nearly  eight  hundred  thousand  people  are,  in  a  greater  or 
loss  degree,  dependent  npon  the  prompt  payment  of  this  vast  sum  as  it 
falls  due ;  and  yet  the  fundamental  principles  involved  have  received 
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but  slight  attention,  save  from  professional  actuaries  and  assurance 
officers.  This  is  a  matter  of  regret.  It  restricts  the  beneficent  in- 
fluence which  the  Companies  might  more  largely  exert  upon  the  com- 
munity, and  restricts,  also,  to  a  still  greater  degree,  the  beneficent 
influence  which  the  community  might,  in  turn,  exert  upon  the  Com- 
panies. It  enables  over-zealous  or  unscrupulous  men  to  deceive  people, 
to  lead  their  minds  away  from  the  true  object  to  be  attained  and  con- 
fuse them  with  side  issues.  Many  deem  the  subject  too  profound  and 
mysterious  for  their  comprehension.  That  fallacy  I  hope  to  expose. 
Some  regard  the  business  as  a  grand  scheme  of  benevolence,  and, 
according  to  their  nature,  think  it  a  sham  not  worth  looking  into,  or  a 
charity  to  be  taken  upon  trust.  That  it  is  neither  the  one  nor  the 
other. will,  I  believe,  be  made  apparent.  Others,  again,  cling  to  the 
old  prejudice  against  assuring  human  life  and  speculating  in  sorrow. 
Such  prejudice  can  exist  solely  through  misapprehension  or  mental  ob- 
liquity. No  attempt  or  promise  is,  of  course,  made  to  prolong  life  or  to 
assuage  the  natural  grief  attendant  upon  death.  There  is  no  theologi- 
cal principle  at  stake ;  and  no  moral  one,  save  that  which  pertains  to 
prudence  and  natural  affection.  It  is  a  serious  and  ever  present  ques- 
tion to  many  men — how  best  to  protect  their  families  against  the 
pecuniary  loss  which  might  result  from  their  early  or  sudden  death? 
The  Life  Assurance  Company  offers  itself  as  an  answer.  Let  us  in- 
quire whether  the  guaranty  offered  is  sure,  and  worth  the  price  asked 
for  it. 

WHAT   IS   LIFE   ASSURANCE  ? 

In  its  most  general  forms,  it  is  a  contract  in  which  a  Company  agrees 
for  a  consideration,  called  the  premium,  to  assure,  that  is,  make  certain 
to,  a  person  or  his  heirs  a  specified  amount  of  money  at  a  given  date  or 
at  his  death.  There  are,  in  practice,  various  modifications  of  the 
forms  alluded  to,  but  in  all  of  them  the  continuance  of  life  is  an  ele- 
ment to  be  considered.  The  article  of  contract  is  called  the  policy,  and 
the  death  of  the  person  assured,  the  risk.  The  first  question  in  such  a 
contract  is,  what  is  the  risk  ?  for  on  this  depends,  in  part,  the  premium 
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to  be  paid.  If  the  applicant  for  assurance  were  certain  of  living  a  stated 
number  of  years,  at  the  end  of  which  he  was  sure  to  die,  the  question 
would  be  so  simple  that  a  school-boy  could  answer  it.  But  life  is  pro- 
verbially uncertain,  and  the  contingency  provided  against,  though  it  will 
unquestionably  happen  at  some  time,  is  doubtful  as  to  the  precise  time 
of  its  occurrence.  In  determining  the  premium,  therefore,  the  probabil- 
ity of  death,  in  any  given  year,  must  be  considered.  This  probability  or 
chance  cannot  be  fixed  with  regard  to  an  individual,  taken  alone ; 
he  must  be  massed  with  a  great  many  others,  and  the  average  chance 
of  life  or  death  taken  as  his  chance.  Any  given  life  may  fail  at  any 
moment,  and  yet  by  a  law  of  nature,  as  certain  in  its  operations  as 
that  which  brings  seed-time  and  harvest,  the  rate  of  mortality  among 
large  numbers  of  people,  for  periods  of  years,  is  uniform.  This 
rate  gives  the  individual  chance  required,  and  forms  a  basis  for  calcu- 
tion  and  business  as  trustworthy  as  the  farmer  has.  Hence,  the  first 
necessity  of  a  Life  Company  is  a  reliable 

TABLE    OF    MORTALITY". 

This  is  a  Table  which  shows  how  many  children,  out  of  a  great  num- 
ber, born  alive,  die  in  each  year  of  age ;  and  exhibits  the  law  of  decrease 
through  the  whole  extent  of  life.  The  method  of  its  construction  may 
be  briefly  stated  as  follows  : 

Take  a  district  of  country  sufficiently  large  to  contain  a  fair  assort- 
ment of  people  of  all  classes  and  conditions,  and  which  is  an  average 
one  as  to  climate  and  productions,  general  health  and  longevity;  for  a 
number  of  years  (say  ten)  sufficiently  great  to  allow  accidental  fluctua- 
tions of  the  population,  from  whatever  cause,  to  compensate  each  other, 
keep  an  accurate  register  of  the  births  and  deaths,  with  the  age  at  death ; 
at  intervals  during  the  period  of  observation,  take  enumerations  of  the 
people,  that  the  number  of  persons  living  at  each  age  of  life  may  be 
exactly  known  ;  the  register  and  the  enumerations  will  serve  to  deter- 
mine the  mean  population  of  the  district  and  the  moan  number  of 
deaths,  at  ever}1  age,  during  the  entire  pi-riml  :  place  tin-  inran 
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obtained  in  three  parallel  columns,  in  the  first  of  which  put  the  age,  in 
the  second  the  number  living  at  the  beginning  of  that  age,  and  in  the 
third  the  number  of  those  who  die  by  the  end  of  it.  Suppose,  for  illus- 
tration, that,  on  taking  an  average  of  the  ten  years,  it  was  found  that 
in  the  district  there  were  10,000  children  under  one  year,  and  of  these 
1,539  died  before  entering  their  second  year ;  then  upon  their  second 
year  entered  the  difference  between  10,000  and  1,539,  or  8,461,  of  whom 
died  before  their  third  year  682  :  in  the  first  column  mentioned  put  the 
age  0  (to  designate  those  under  one  year),  opposite  it  in  the  column  of 
the  living  put  10,000,  and  in  the  parallel  column  of  the  dead,  1,539  ; 
after  age  1,  place  in  the  column  of  living  8,461  and  in  that  of  the  dead, 
682 :  continue  thus  to  determine  and  tabulate  the  number  of  the  living 
and  the  dead,  at  each  age,  up  to  the  limit  of  human  life  as  observed  in 
the  district ; — the  result  will  be  a  Table  of  Mortality. 

The  formation  of  such  a  Table  was  not  an  easy  matter,  nor  was  it 
accomplished  early  in  the  history  of  life  risks.  From  time  immemorial 
business  transactions  have  occurred  (such,  e.  g.,  as  the  valuation  of  life 
rents),  in  which  the  average  of  human  life  entered  directly  as  an  ele- 
ment, and  assurances  have  been  made  upon  lives  for  three  centuries — 
yet  it  is  less  than  180  years  since  the  proper  method  of  estimating  the 
risk  involved  was  indicated.  In  1693,  the  learned  Dr.  Halley  published 
"  An  Estimate  of  the  Degrees  of  Mortality  of  Mankind,  drawn  from 
Curious  Tables  of  the  Births  and  Funerals  at  the  City  of  Breslau."  He 
was  the  first  to  arrange  a  Table  in  the  manner  just  illustrated,  and  thus 
laid  the  foundation  of  the  whole  science  of  life  contingencies.  After  him 
came  a  long  line  of  investigators,  some  of  whom,  with  no  stint  of  labor 
and  skill,  attended  chiefly  to  such  records  as  were  furnished  and  to  the 
deduction  of  mathematical  formulae  for  utilizing  them ;  others,  with  no 
less  zeal,  devoted  themselves  to  improvements  in  the  method  of  making 
the  records.  All  this  activity  of  mind  and  prodigality  of  labor,  though 
inuring  to  the  benefit  of  Life  Companies,  were  not  directly  caused  by 
them.  Such  Companies,  properly  constituted,  were,  indeed,  an  incident 
of  the  inquiry,  rather  than  the  latter  an  incident  of  them.  Even  after  a 
solid  basis  was  furnished,  people  were  loth  to  stand  upon  it.  Govern- 
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nient  treated  the  matter  with  disfavor,  and  even  with  contempt  The 
spirit  of  gambling  was  high.  Under  the  title  of  "  Insurance  Wagers," 
every  conceivable  speculation  was  entered  into.  A  good  illustration  of 
the  ridiculous  lengths  to  which  people  went,  in  this  regard,  is  the  case 
of  the  Chevalier  D'Eon.  He  was  a  French  gentleman  of  accomplish- 
ments and  talent,  but  eccentric.  During  a  residence  in  England  sus- 
picions arose  as  to  his  sex,  which  led  to  extraordinary  wagers.  Pre- 
miums were  taken  of  15  guineas  each  to  return  100,  should  he  be 
proved  a  woman.  Excitement  ran  high,  when  the  chevalier  promised 
that,  on  a  certain  day  at  a  specified  place,  he  would  announce  himself. 
The  time  came,  and  ho  declared  to  the  expectant  multitude  that  he  was 
— what  he  appeared  to  be !  and  left  them  to  dispute  over  his  oracular 
statement.  This  is  but  a  sample  of  the  absurdities  perpetrated  under 
the  name  of  "  Insurance,"  and  illustrates  in  part  the  difficulties  against 
which  Assurance,  as  a  science,  had  to  contend.  That  it  finally  tri- 
umphed over  all  opposition,  attests  its  value  and  inherent  truth.  It  was 
seventy  years  after  Halley's  publication  before  a  Table  of  Mortality  wa* 
employed  to  calculate  life  risks,  and  then  its  use  was  introduced  by  a 
Company  which  was  refused  a  charter  by  the  English  Government. 
The  ground  of  refusal  was  a  "  disbelief  in  the  principle  of  the  scheme, 
which  was  described  as  depending  '  on  the  truth  of  certain  calculations 
taken  upon  tables  of  life  and  death,  whereby  the  chance  of  mortality  is 
attempted  to  be  reduced  to  a  certain  standard ;'  this  attempt  being  itself 
denounced  as  a  mere  speculation,  never  yet  tried  in  practice,  and  conse- 
quently subject,  like  all  other  experiments,  to  various  chances  in  the 
execution."  The  Company  thus  cavalierly  treated,  the  London  Equit- 
able, succeeded,  nevertheless,  in  establishing  itself,  and  is  now,  after  the 
vicissitudes  of  a  century,  one  of  the  largest  and  most  substantial  Com- 
panies of  the  kind  in  the  world,  and  has  proved,  by  its  experience,  that 
the  attempt  to  reduce  the  chance  of  mortality  to  a  certain  standard  was 
not  a  mere  speculation.  The  Table  referred  to  was  Dr.  Price's  "  North- 
ampton Table."  It  has  been  mostly  superseded  in  England,  and  his 
never  been  used  here,  I  believe,  except  for  certain  purposes  in  courts  of 
law.  It  was  among  the  earliest  of  such  Tables,  and  had  ct-rtuin  tl«-t'«-<-ts 
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due  to  insufficient  knowledge  and  data.  The  progress  of  science,  and 
eager  investigation  conducted  not  for  purposes  of  business  alone,  but  in 
the  interest  of  that  broad  philosophy  which  deems  important  every  thing 
relating  to  man,  have  remedied  these  defects.  Many  tables  have  been 
constructed — it  is  unnecessary  to  enumerate  them — and  upon  them  have 
been  employed  high  practical,  mathematical  and  philosophic  talent, 
aided,  particularly  of  late  years,  by  the  English  Government,  through 
its  efficient  Statistical  Bureau,  and  by  the  experience  of  Life  Offices 
abroad  and  here ;  and  they  all,  certainly  those  used  in  this  country,  with 
proper  allowance  for  the  operation  of  causes  which  might  be  expected 
to  produce  variation,  do,  in  their  general  results,  confirm  and  corrobo- 
rate each  other.  Since  they  were  all  compiled  by  different  persons  from 
different  data,  their  general  coincidence  forms  strong  proof  of  their 
essential  accuracy.  Says  a  writer  upon  the  subject,  "  we  are  war- 
ranted, therefore,  in  asserting,  without  qualification,  that  the  law  of 
mortality  has  been  ascertained  so  accurately  from  sufficient  data  as  to 
admit  of  the  most  confident  reliance  on  its  general  operations."  Again 
he  says,  "  were  any  parties  proposing  to  found  a  new  institution  upon 
an  assumed  mortality  differing  materially  from  these  tables,  we  should 
not  only  be  disposed  to  challenge  their  intelligence,  but  to  doubt  their 
integrity." 


in  a  Life  Office  are  two,  viz.:  the  determination  of  the  "  Expectation  of 
Life,"  and  of  the  average  chance  of  death  at  any  age. 

The  same  law  of  nature  which  fixes,  within  narrow  limits,  the  mortu- 
ary rate,  fixes  also  the  mean  number  of  years  remaining  to  persons  of 
a  given  age,  and  this  mean  after-lifetime  is  known  as  the  expectation 
of  life  for  that  age.  To  illustrate  the  method  of  determining  it,  take 
the  "  American  Experience  "  Table,  and,  to  make  the  matter  as  simple 
as  possible,  take  a  life  near  its  close,  and  neglect  certain  refinements  of 
calculation  which  might  complicate  the  explanation  and  add  nothing  to 
its  value.  According  to  this  Table,  of  847  persons  who  complete  the 
age  90,  and  enter  upon  their  next  year,  385  die  before  attaining  91 ; 
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of  these  some  die  at  the  beginning  of  the  year,  some  at  the  middle,  and 
some  at  the  end,  and  they  may  properly  be  said  to  live,  on  an  average, 
half  a  year  each,  which  would  be,  among  them  all,  192$  years;  1(>J 
live  through  the  whole  year  and  reach  91  :  so  that  the  847  have,  in  all, 
from  age  90  to  age  91,  the  sum  of  462  and  192J,  or  654J  years  of  life. 
Determine,  in  the  same  way,  the  number  of  years  of  collective  life  con- 
tributed by  those  who  live  through,  and  those  who  die  during,  each  year 
up  to  and  including  95,  the  highest  age  given  in  the  Table.  The  sum 
of  all  the  contributions  of  the  several  years,  as  thus  determined,  will  be 
the  number  of  years  of  life  which  the  847  have  had  among  them  from 
age  90  to  the  limit  of  life.  This  sum  will  be  found  to  be  1,213  J  years, 
which,  if  distributed  equally,  would  give  to  each  an  average  of  uliout 
1-j^j-  years  ;  that  is  to  say,  if  the  847  had  all  lived  together  for  1-j^j-  years, 
and  then  all  died  at  the  same  time,  the  total  number  of  years  represented 
by  their  joint  lives  would  have  been  the  same  as  if  they  had  died  at 
different  times  at  the  rate  called  for  in  the  Table.  This  1  fo  years  is  the 
mean  duration,  or  expectation  of  life  for  a  person  aged  90,  according  to 
the  American  Table.  The  expectation  for  any  age,  by  any  Table,  may 
be  ascertained  in  like  manner. 

The  determination  of  the  chance  of  death,  the  risk  on  which  the 
premium  partly  depends,  is  very  simple.  In  the  Table  selected  will  be 
found,  opposite  the  age,  the  number  living  at  that  age,  and  the  number 
of  those  who  die  during  the  succeeding  year :  divide  the  latter  by  the 
former,  and  the  result  will  express  the  chance.  For  instance,  in  the 
Table  just  used,  of  77,341  persons  alive  at  age  41,  774  will  die  before 
reaching  42,  or  about  one  in  a  hundred ;  therefore  a  man  aged  41  has 
one  chance  in  a  hundred  of  dying  during  the  year,  and  his  death  risk 
for  the  year  is  expressed  by  -j-J^. 

In  connection  with  the  Mortality  Table,  it  is  frequently  asked :  Why 
is  it,  since  the  Table  is  made  from  the  whole  community,  and  repre- 
sents the  death  rate  among  the  sick  and  the  well,  the  strong  and  the 
weak,  that  an  applicant  for  assurance  must  submit  to  a  medical  exam- 
ination before  being  received  ?  The  answer  is  plain.  The  table  rate 
of  mortality  is  an  average  one.  There  are  as  many  lives  below  the 
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average  as  there  are  above  it.  Those  who  are  of  feeble  constitution 
have  bad  habits,  or  are  descended  from  ill-conditioned  ancestry,  are 
more  liable  to  die  early  than  those  who  are  robust,  of  correct  habits, 
and  are  derived  from  strong  lineage.  The  acceptance  of  indifferent  or 
poor  lives  would  as  certainly,  and  for  a  similar  reason,  entail  ruin  upon 
a  Company,  as  a  disregard  of  the  fundamental  laws  of  mechanics 
in  the  construction  of  a  machine  would  render  it  worthless.  If  all  the 
persons  in  the  community  on  which  a  Table  is  based  would  assure  their 
lives  and  give  adequate  security  for  prompt  and  continued  payments,  a 
Company  ,would  be  glad  to  take  them,  at  the  usual  rates,  without  exam- 
ination ;  but  this  is  impossible,  and,  therefore,  to  make  a  Table  appli- 
cable, at  least  average  lives  must  be  had.  That  none  inferior  shall  be 
taken,  a  physician  is  employed  ;  to  require  less  would  be  suicidal^  and 
no  Company  requires  more. 

The  medical  examination  having  been  satisfactorily  passed,  the  appli- 
cant receives  his  policy  and  pays  the 

PREMIUM. 

The  premium  consists  of  two  parts ;  the  pure  or  net  premium,  as  it  is 
termed,  and  a  certain  addition  thereto,  called  the  loading,  which  is  to 
pay  office  expenses.  The  net  premium  serves  two  purposes :  one  to  pay 
the  actual  cost  of  each  year's  assurance,  as  will  soon  be  explained ;  the 
other  to  form  a  deposit  which,  improved  at  compound  interest,  is  ulti- 
mately to  amount  to  the  face  of  the  policy. 

THE-  BATE    OF   INTEREST 

to  be  allowed  is  important,  as  upon  it  and  the  mortuary  rate  the  net 
premium  depends.  It  should  be  below  the  current  legal  rate  for  two 
obvious  reasons.  First,  the  Company  being  responsible  to  its  policy- 
holders  for  compound  interest,  must  receive  compound  interest  on  its 
own  investments.  The  current  rate  cannot,  with  certainty,  be  so  real- 
ized on  large  sums  of  money.  The  payments  made  by  the  assured  can- 
not, at  once,  be  lent  upon  good  security,  and  only  the  best  security 
should  be  taken.  Money  once  lent  and  returned  cannot  be  immediately 
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re-invested.  Part  of  the  receipts  will,  therefore,  be  idle  a  portion  of  the 
time,  and  the  interest  actually  received  must  be  averaged  so  as  to  cover 
the  whole  suii!  involved.  Second,  a  Life  Assurance  Company  cannot, 
from  its  nature,  be  an  ephemeral  affair.  It  is,  from  the  very  start,  to 
be  conducted  in  such  a  way  as  to  endure  until  the  last  person  assured  in 
it  shall  die  and  his  heirs  receive  the  money  due  them ;  and  as  new  lives 
and  young  lives  are  constantly  added,  it  should  be  conducted  as  if  it 
were  to  last  forever.  The  rate  allowed  should,  therefore,  be  such  as  is 
not  likely  to  equal  or  exceed  the  current  rate,  which  would  cause  dis- 
order and  risk,  and,  unless  rectified,  certain  ruin.  Just  what  it  should  be 
is  difficult  to  say,  and  is  a  question  for  the  financial  seer  rather  than  the 
mathematician.  In  Proprietary  Companies,  which  retain  a  part  or  all 
of  the  surplus,  it  is  usually  higher  than  in  the  Mutual,  which  allow 
four  or  four  and  a  half  per  cent.  But  to  the  assured  in  Mutual  Com- 
panies, the  matter  is  not  so  important  as  it  would  appear,  since  in  the 
event  of  his  money  earning  more  than  the  computed  interest,  the  extra 
amount  is,  or  ought  to  be,  after  sufficient  provision  made  against  adverse 
contingencies,  returned  to  him. 

The  rate  of  interest  being  fixed,  and  a  Mortality  Table  furnished,  the 
determination  of  the  premium  for  any  kind  of  policy  is  simple  in  princi- 
ple. The  method  of  procedure  is  the  same,  whatever  the  amount  of  the 
policy,  the  age  of  the  assured,  the  kind  of  Company  selected,  the  rate  of 
interest  or  Table  of  Mortality.  To  be  specific,  however,  and  to  avoid 
needless  repetition,  I  shall,  in  what  follows,  assume  the  amount  of  the 
policy  to  be  $1,000,  the  applicant  aged  40,  the  Company  a  Mutual  one, 
the  Table  and  the  rate  of  interest  those  adopted  by  the  State  of  New 
York  for  supervisor)' purposes,  viz.:  the  American  Experience  Table  and 
4J  per  cent.  For  distinctness,  expenses  of  management  will,  for  the 
moment,  be  disregarded,  and  the  net  premium  alone  considered. 

You  need  not  fear  that  I  shall  trouble  you  with  any  intricate  or  ex- 
tended mathematical  calculation,  conducted  in  mathematical  language. 
1  know  it  is  a  popular  notion  that  when  a  mathematician  desires  to 
make  himself  particularly  agreeable,  he  produces  a  slate  and  "  does  a 
sum."  I  wish  to  be  especially  agreeable  to  you,  but  I  shall,  notwith- 
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standing,  compel  myself  to  forego  that  ingenious  device  for  entertain- 
ment, and  translate  the  mathematics  necessary  into  as  plain  english  as 
possible.  * 

Time  would  fail  me  to  speak  in  detail  of  the  several  classes  of  policies  ; 
and  your  attention  is,  therefore,  invited  to  the  most  usual  and  important 
of  them  all,  from  the  consideration  of  which  the  principles  of  the  busi- 
ness may  be  understood,  viz.: 

THE   WHOLE    LIFE    POLICY. 

This  is  a  contract  in  which  the  Company  agrees  to  pay  the  heirs 
or  assigns  of  the  assured  a  stipulated  sum  of  money  at  the  end  of  the 
year  in  which  he  may  die.  The  net  premium  may  be  paid  in  several 
ways. 

First,  in  one  single  payment  in  advance,  known  as  the  net  single 
premium.  You  will  observe  that  while  the  premium  is  paid  at  once, 
the  amount  of  the  policy  is  not  payable  till  the  end  of  the  year  in  which 
it  falls  due.  If  it  had  certainly  to  be  paid  at  the  end  of  the  first  year, 
the  premium  would  be  such  a  sum  of  money  as,  at  4|  per  cent,  interest 
for  a  year,  would  amount  to  $1,000,  that  is  $956.94  ;  but  it  has  to  be 
paid  only  on  condition  that  the  assured  shall  die  during  the  year.  The 
chance  of  his  death  is  found  from  the  Mortality  Table,  in  which  it  is 
recorded  that  of  78,106  persons  alive  at  age  40,  765  die  during  the  fol- 
lowing year ;  the  chance  that  any  one  of  them  will  die  is,  as  before 
explained,  expressed  by  765  divided  by  78,106,  or  about  98  ten-thou- 
sandths of  certainty ;  and  hence  the  net  premium  for  the  first  year 
should  be  98  ten-thousandths  of  $956.94,  or  $9.37.  In  the  same  way, 
if  the  policy  had  certainly  to  be  paid  at  the  end  of  the  second  year,  the 
premium  for  this  would  be  such  a  sum  as,  at  4|  per  cent,  compound  inter- 
est for  two  years,  would  amount  to  $1,000,  that  is,  $915.73 ;  but  of  78,106 
persons  alive  at  40,  774  die  between  41  and  42,  and  the  chance  that  any 
one  of  them  will  die  between  those  ages,  and  the  policy  have  to  be  paid, 
is  774  divided  by  78,106,  or  about  99  ten- thousandths  of  certainty,  and 
the  price  proper  to  be  paid  for  the  second  year  is  99  ten-thousandths  of 
$915.73,  or  $9.06.  The  cost  being,  then,  $9.37  for  the  first  year,  and 
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$0.06  for  the  second,  it  will,  for  both,  be  the  sum  of  these,  or  $18.43. 
Calculate,  in  like  manner,  the  requisite  cost  for  assurance  for  the  third 
year,  the  fourth  year,  and  for  every  separate  year  up  to  and  including 
the  last  year  of  life  as  given  in  the  Table,  which  is  95 ;  add  the  results 
for  all  the  separate  years  together,  and  the  sum  will  be  found  to  be 
$830.95,  which  is  the  net  single  premium  required  for  a  policy  of  $1,000 
on  a  life  aged  40. 

There  is  no  jugglery,  no  mystery  about  this.  The  only  misconception 
possible  is  as  to  the  use  of  the  word  chance.  Practically,  the  chance 
does  not  concern  the  Company,  but  the  individual.  If  a  hundred  men, 
of  whom  one  has  certainly  to  pay  $100  at  a  given  time  and  no  one  has  a 
greater  probability  than  another  of  having  to  pay  it,  agree  among  them- 
selves to  raise  a  common  purse  to  meet  the  debt,  how  much  ought  each 
to  contribute  ?  The  debt  is  certain,  each  has  one  chance  in  a  hundred 
of  having  to  pay  it,  and  should  contribute  one  dollar  of  the  hundred  to 
meet  his  contingent  liability  ;  each  so  contributes,  the  purse  is  made  up, 
and  the  debt,  after  that,  a  matter  of  indifference  to  all.  The  chance 
involved  here  is  precisely  the  chance  involved  in  Assurance.  Grant 
that  the  whole  78,106  persons  assure  themselves  at  the  same  time  in  the 
same  Company  for  $1,000  a  piece,  and  that  the  Mortality  Table  is  exact. 
It  is  certain,  then,  that  765  will  die  during  the  first  year,  and  $765,000 
have  to  be  paid  at  the  end  of  it.  There  is  no  chance  about  the  debt, 
the  only  chance  is  as  to  which  of  the  assured  will  leave  his  heirs  $1,000; 
and  as  they  all  have  an  even  chance  of  dying  (98  ten-thousandths  of  cer- 
tainty), and  all  wish,  in  the  event  of  death,  to  leave  the  thousand  dol- 
lars, they  agree  to  raise  among  them  the  requisite  amount,  which  tln-y 
do  and  hand  it  to  the  Company  to  distribute  to  the  proper  persons  at  the 
end  of  the  year.  This  is  the  true  story  of  a  single  year's  assurance  ; 
but  as  all  the  persons  referred  to  assure  for  life,  and  wish  to  relieve 
themselves,  at  once,  of  all  further  concern  in  the  matter,  they  pay  down 
enough  to  do  so,  which,  disregarding  the  necessary  expenses  attending 
the  proper  care  and  distribution  of  their  money,  they  do  by  the  net  sin- 
gle premium. 

The  single  premium,  being  a  comparatively  large  sum,  may,  for  vari- 
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ous  reasons,  be  inconvenient  or  undesirable,  and  a  plan  has,  therefore, 
been  devised  by  which  a  series  of  equal  annual  payments  continued  for 
life  may  effect  the  same  object.  These  annual  premiums,  which  are 
made  at  the  beginning  of  each  year,  must,  of  course,  have  a  present 
value  equal  to  the  single  payment  required,  for  the  latter  is  just  suffi- 
cient. To  obtain  its  proper  amount,  consider,  for  a  moment,  the  pres- 
ent worth  of  one  dollar  paid  at  the  beginning  of  each  year  by  a  person 
aged  40  as  long  as  he  shall  live.  The  first  payment,  being  made  at 
once  and  subject  to  no  contingency,  is  worth  one  dollar :  the  second, 
due  a  year  after  the  first,  would,  if  certain  to  be  received,  be  worth  such 
a  sum  as,  at  4|  per  cent,  interest  for  a  year,  would  amount  to  one  dol- 
lar, that  is  $.957  nearly ;  but  its  receipt  depends  on  the  person's  being 
alive  to  pay  it ;  his  chance  of  dying  the  first  year  was  found  to  be 
about  98  ten-thousandths  of  certainty,  so  his  chance  of  living  will  be 
9,902  ten- thousandths,  or  nearly  99  hundredths  of  certainty,  and  hence 
the  second  payment  is  woith  99  hundredths  of  $.957,  or  $.947  nearly: 
the  third  payment,  due  two  years  after  the  first,  would,  if  certain,  be 
worth  $.916,  but  the  chance  of  its  reception,  found  as  before,  being 
nearly  99  hundredths  of  certainty,  it  is  worth  99  hundredths  of 
$.916  or  $.907  :  the  three  payments  are  together  worth  the  sum  of  these 
values,  or  $2.854.  Continue  thus  to  estimate  the  contingent  value  of 
each  payment  up  to  and  including  the  age  95  :  add  all  the  results  to- 
gether, and  the  sum,  $15.54,  is  the  present  value  in  one  payment,  of  one 
dollar  paid  annually,  in  advance,  for  life  by  a  person  aged  40.  Since, 
then,  $15.54  is  the  present  worth  of  one  dollar  paid  as  described, 
$330.95  must  be  the  equivalent  of  an  annual  payment,  made  in  like 
manner  by  the  same  person,  found  by  dividing  $330.95  by  15.54,  that 
is,  $21.30,  which  is  the  net  annual  premium  sought. 

If  it  is  desired  to  pay  for  a  policy  by  annual  payments  made,  not  for 
life,  but  for  a  given  number  of  years,  the  only  difference  would  be  to 
find  the  present  worth  of  one  dollar  paid  annually  in  advance  for  the 
given  period,  instead  of  for  life,  and  use  that  as  a  divisor. 

If  the  premium  is  to  be  paid  half-yearly,  its  amount  is  determined  in 
the  same  manner,  only  for  a  divisor  must  be  taken  the  present  value  of 
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a  dollar  paid  at  the  beginning  of  each  half  year,  instead  of  at  the  be- 
ginning of  each  whole  year.  It  will  be  found  that  such  value  is  not 
double  that  of  a  dollar  paid  yearly  in  advance,  and  therefore,  thut  \\w 
net  semi-annual  premium  is  more  than  half  the  annual.  That  this 
should  be  so  is  evident  for  two  reasons,  independent  of  the  mathemati- 
cal calculation :  first,  there  is  a  chance  that  the  Company  may  receive 
one  less  payment,  as  the  assured  may  die  in  theirs*  half  of  the  year  in 
which  his  death  occurs ;  second,  six  months'  interest  on  half  the  annual 
payment  is  lost  every  year.  The  contingent  loss  of  one  payment  and 
the  certain  loss  of  interest  must  be  made  good,  and  it  can  only  be  done 
by  a  small  additional  charge. — The  latter  of  the  two  reasons  just  given 
applies  to  all  the  Companies ;  the  former  does  not  apply  to  those 
which  stipulate  that  in  case  of  death  before  all  the  payments  for  the 
policy  year  are  made,  those  remaining  unpaid  shall  be  deducted  from 
the  amount  of  the  policy.  Such  contingent  sums  are  known  as  "  defer- 
red premiums." 

The  net  quarterly  premium  is  determined  by  a  method  entirely  simi- 
lar and  is,  for  like  reasons,  slightly  more  than  half  the  semi  -annual — 
but  I  will  not  fatigue  your  attention  by  going  further  into  detail. 

In  the  illustrations  given,  the  mathematical  results  are  frequently 
modified  by  the  words  "  about"  and  "  nearly."  This  must  not  be  taken 
to  indicate  that  they  can  not  be  accurately  determined ;  but  strict  accu- 
racy would  require  a  much  greater  array  of  figures,  and  as  the  object 
desired  is  chiefly  an  explanation  of  principle,  it  was  thought  this  might 
be  dispensed  with.  In  practice,  exactness  is  a  prime  requisite. 

It  is  now  obvious,  I  trust,  that  the  principles  upon  which  the  net 
premiums  are  based  are  as  sound  and  indisputable  as  any  thing  human 
can  well  be :  they  are  simple  and  require  for  their  comprehension  no 
knowledge  of  mathematics  beyond  the  most  elementary.  The  applica- 
tion of  them  is  tedious  and  laborious.  It  would  be  impossible  to  trans- 
act business,  if  the  premium  for  each  applicant  had  to  be  worked  out 
separately.  To  render  this  unnecessary,  the  requisite  charge  for  a 
policy,  on  every  age,  from  birth  to  the  limit  of  life,  has  been  carefully 
determined  and  tabulated  for  convenient  and  ready  use.  Many  mathe- 
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matical  devices  for  shortening  the  necessary  labor  and  rendering  it  exact 
have  been  made,  and  these  are  they  which  discourage  and  terrify  the 
multitude  ;  but  be  it  understood  that  they  are  simply  labor-saving 
inventions,  formed  with  mathematical  exactitude  upon  the  fundamental 
principles  just  explained,  and  are  not  at  all  necessary7  for  a  clear  under- 
standing of  those  principles.  Do  not  confound  the  principles  themselves 
with  convenient  methods  of  applying  them. 

Expenses  of  management  have  not  as  yet  been  taken  into  account. 
These  are  many  and  very  considerable.  It  is  not  proposed  to  give  an 
extended  analysis  of  them  as  they  are  or  should  be.  There  are  two 
items,  however,  which  are  enormous  and  owe  their  magnitude  chiefly  to 
the  fierce  competition  for  business,  to  the  lack  of  knowledge  and  conse- 
quent indifference  of  the  community,  viz. :  advertising  and  agents.  The 
country  is  flooded  with  papers  and  pamphlets  issued  by  the  various  Life 
Offices,  the  preparation,  printing  and  distribution  of  which  cost  a  good 
deal  of  money.  None  of  these  that  I  have  seen  touch  the  real  root  of 
the  matter.  Too  much  is  taken  for  granted,  and  too  much  stress  is  usu- 
ally laid  upon  "dividends"  or  "profits."  A  plain  man,  who  looked  to 
the  prospectuses  alone  for  his  information,  would  be  justified  in  regard- 
ing a  Life  Company  as  organized  for  speculation,  in  which,  by  investing 
his  money,  he  could  secure  a  larger  percentage  of  return  than  in  any 
other  way.  But  if  he  were  made  to  understand  that  the  "  profits  "  re- 
ferred to  arose  from  the  misfortunes  of  some  of  the  policy-holders,  and 
the  overpayments  in  advance  of  all  of  them,  he  would  have  a  clearer  idea. 
He  might  not  then  take  a  policy,  and  this  would  be  far  better  than  for 
him  to  take  one  with  delusive  hopes,  which,  being  blasted,  render  him 
an  enemy  to  the  extension  of  a  business  really  so  beneficent.  The  same 
man  might  be  pardoned,  too,  if  he  concluded  that  all  the  Companies 
were  hopelessly  insolvent.  He  reads  on  one  page  that  the  obligations 
of  the  office  are  (say)  one  hundred  millions  of  dollars,  and,  on  another, 
that  the  available  assets  are  (say)  ten  millions — which  statement,  with- 
out qualification,  means  bankruptcy.  But  if  he  knew  that  the  obliga- 
tions were  future,  and  the  assets  would  accumulate  fast  enough  to  meet 
every  one  of  them  as  they  became  due,  he  would  apprehend  the  real 
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state  of  the  ca.se.  To  give  him  the  correct  information,  it  would,  of 
course,  he  necessary  to  initiate  him  into  all  the  apparent  mystery  of  not 
premium,  loading,  and  reserve,  but  the  end  to  be  secured  is  worth  all  the 
trouble  it  would  cost.  Perhaps,  too,  since  the  policy-holders  in  a  Mutual 
Company  are,  in  a  certain  sense,  partners,  it  might  not  be  amiss  to  give 
them  a  more  detailed  statement,  than  is  usual,  of  the  annual  income 
from  various  sources  and  the  annual  disbursements,  that  they  may  be 
convinced  of  the  fairness  of  the  surplus  distribution,  and  of  the  judicious 
application  of  the  thirty  or  forty  per  cent,  added  to  net  premiums  for 
expenses.  A  persistent  course  of  information  as  to  fundamental  prin- 
ciples, and  of  frankness  as  to  practice,  would  tend  to  put  the  business  on 
such  a  basis  that  the  advertising  item  might  be  materially  reduced. 
Such  a  course  would  likewise  serve  to  diminish  the  heavy  expense 
attendant  upon  agents,  who  are  paid  large  commissions  for  doing  what 
every  one  should  do  for  himself.  I  consulted  the  latest  authority  acces- 
sible to  me,  the  Annual  Report  of  the  Superintendent  of  the  Insurance 
Department  of  New  York  for  the  year  ending  December  31,  1870,  to 
discover,  if  possible,  the  cost  to  policy-holders  of  the  items  under  con- 
sideration. This  Report  deals  merely  with  the  seventy-one  Companies 
then  authorized  to  do  business  in  this  State,  and  there  are  many  in  the 
country  at  large  which  are  not  included.  The  details  of  expenditure 
there  given  are  somewhat  confused,  but  they  show,  nevertheless,  that  the 
printing,  advertising  and  agency  expenses  (not  total  expense  of  <tf/ent.<) 
cost,  for  that  year,  in  the  seventy-one  Companies,  not  less  than  two 
million  dollars !  The  agents'  commissions  on  premiums  (this  is  a  dis- 
tinct item,  plainly  set  down  and  sworn  to)  amounted  for  the  year  to 
$8,837,484.13  !  There  are  two  further  items  for  the  agents  called  "  ad- 
vances to  agents"  and  "commuted  commissions,"  amounting  to  not  less 
than  $200,000.  The  agents,  again,  came  in  for  something  more  under 
the  head  of  "  salaries,"  but  as  to  its  amount  the  Report  gives  no  clew ; 
it  was  doubtless  something  respectable.  We  shall  be  within  bounds  if 
we  credit  the  printing,  advertising  and  agents  of  the  71  Companies  re- 
ferred to,  for  the  year  1870,  with  11£  millions  of  dollars.  The  "  profits" 
paid  to  policy-holders  for  the  same  time  by  the  same  Companies  were 
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less  than  this  by  over  two  millions !  The  agents  alone  received  as  much 
as,  or  more  than  the  policy-holders  did  of  the  "  dividends  "  for  the 
year.  Even  this  is  a  better  exhibit  for  the  assured  than  the  Superinten- 
dent's Report  for  1869  made — so  it  is  to  be  hoped  that  there  is  a  pros- 
pect of  improvement.  And  these  expenses  and  commissions  are  paid  in 
cash,  while  the  assured  take  their  profits,  as  country  people  get  pay  for 
eggs,  chiefly  "  in  the  way  of  trade."  The  Companies  must  not  be  held 
altogether  responsible  for  this ;  the  assured  themselves  must  take  their 
share  of  reproach  for  that  to  which  their  ignorance  and  indifference  so 
largely  contribute.  In  the  present  state  of  affairs,  it  is  probable  that 
extensive  advertising  and  zealous  agents  are  necessary,  but  the  luxury 
of  being  informed  and  solicited  is  certainly  a  costly  one.  A  keen  writer 
once  said  that  "  what  we  obtain  too  cheap,  we  esteem  too  lightly ; " 
poKcy-holders  are  not  likely  to  illustrate  the  truth  of  that  maxim,  quoad 
agents  and  advertising.  Less  than  a  tenth  of  the  sum,  judiciously  used 
to  enlighten  the  people  on  essential  points,  would  do  much  to  hasten 
the  happy  day  when  extended  knowledge  and  appreciation  of  the  real 
nature  and  advantages  of  the  business  shall  reduce  this  mighty  expen- 
diture to  the  least  possible. 

The  labor  required  of  the  chief  officers  of  a  Company  is  skilled  labor 
of  a  high  order,  and  -  should  be  liberally  rewarded.  Vast  sums  of 
money  must  be  kept  securely  invested,  the  proper  reserve  to  meet  lia- 
bilities must  be  carefully  accumulated  and  rigidly  guarded,  business 
must  be  enlarged  judiciously  (as  the  greater  the  number  of  assured 
the  less  the  expense  per  capita),  accurate  accounts  must  be  kept  with 
many  thousand  policies  that  substantial  justice  may  be  done — all  of 
which  requires  knowledge,  experience,  great  business  capacity,  untiring 
industry,  sleepless  vigilance,  and  unsullied  integrity.  /Security  is  the 
chief  thing  a  policy-holder  wants,  and  to  have  it,  he  must  pay  for  it : 
without  it,  he  is  but  casting  his  money  away,  robbing  his  family  for  the 
benefit  of  incapable  or  knavish  men.  Cheapness  is  desirable,  but  if  it 
be  obtained  at  the  expense  of  safety,  it  is  the  greatest  extravagance. 
A  Company  may  charge  too  little,  but  of  that  there  is  no  immediate 
danger.  The  mortuary  and  the  interest  rate  being  settled,  mathemati- 
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cal  formula)  fix  the  net  cost  of  a  policy  beyond  dispute;  tho  addition 
thereto  must  be  sufficient  to  cover  all  legitimate  expenses.  This  a<Mi- 
tion  to  the  net  premium,  called  the  loading,  varies  from  '2^  to  40  per 
cent.,  and  may  be  said,  conveniently  for  our  purpose,  to  be  about 
per  cent.  The  not  premium  increased  by  the  loading  is  the  full  or 
office  premium.  The  net  annual  premium  for  a  thousand  dollar  policy 
on  a  life  aged  40  was  found  to  be  $21.30 ;  this  increased  by  a  third  of 
itself,  or  $7.10,  will  give  the  full  premium  of  $28.40.  Let  us  see  what 
use  is  made  of  it. 

First  $7.10  are  set  aside  for  expenses,  leaving  $21.30.  This  re- 
mainder is  to  serve  two  purposes — one  to  pay  the  cost  of  each  year's  as- 
surance, the  other  to  provide  a  fund  which,  constantly  improved  at  4^- 
per  cent,  compound  interest,  is  ultimately  to  amount  to  the  face  of  the 
policy.  The  cost  of  assurance  for  any  year  is  simply  the  amount  the 
Company  has  at  risk  during  the  year  multiplied  by  the  chance  of  pay- 
ment being  required  at  the  end  of  it.  On  a  thousand  dollar  policy,  the 
amount  at  risk  is,  since  it  does  not  have  to  be  paid  for  a  year  in  any 
event,  $956.94 ;  the  average  chance  that  it  will  become  due  the  first 
year,  the  assured  being  40,  is,  as  before  found,  about  98  ten-thou- 
sandths of  certainty,  so  that  the  cost  of  the  first  year's  assurance  is  98 
ten-thousandths  of  $956.94,  or  $9.37.  If  each  year's  cost,  and  that  only, 
were  paid  each  year,  the  charge  to  the  assured  would  be  lighter  in  the 
early  years  of  his  policy  than  under  the  equal  annual  payment  system, 
but  it  would  grow  larger  with  time  and  finally  become  an  intolerable 
burden.  To  prevent  this,  he  pays  more  at  first  than  the  risk  is  worth, 
that,  at  a  later  date,  he  may  pay  less.  Entering  at  40  and  paj'ing  each 
year  by  itself,  his  net  premium  for  the  first  year  would  be  $9.37  ;  at  60, 
it  would  be  $25.54;  at  80,  $138.24;  at  95,  $956.94:  and  these  charges 
a  Company  would  be  compelled  to  make  to  be  entitled  to  confidence ; 
yet  under  the  equalized  system,  it  is  no  more  at  any  time  than  $21.30. 
It  is  evident  from  this  that  the  excess  of  his  payments  over  the  cost  of 
assurance  in  the  first  years  must  be  rigorously  set  aside  as  a  fund, 
which,  with  the  interest  accumulated  upon  it,  will  suffice  to  make  good 
the  inadequacy  of  those  of  later  years.  The  amount  to  be  thus  set 
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aside  can  be  readily  determined.  Assuming  the  Mortality  Table  to  be 
exact,  of  ten  thousand  persons,  aged  40,  assured  in  a  Company,  98  will 
die  the  first  year,  and  each  policy  being  for  $1,000,  $98,000  will  have 
to  be  furnished  by  the  end  of  the  year ;  as  provision  is  made  at  the 
beginning  of  the  year,  $93,780  will  do,  which,  for  each  of  the  10,000, 
would  be  $9.37  and  a  fraction,  if  each  were  to  pay  just  enough  to  raise 
the  necessary  fund :  but  each  pays  $21.30,  and  hence  pays  $11.93  more 
than  is  necessary ;  therefore,  each  of  the  98  who  die  contributes  to 
his  own  policy  $11.93,  which,  for  all,  amounts  to  $1,169.14,  leaving 
the  real  amount  to.  be  provided  by  the  Company  the  difference  be- 
tween $93,780  and  $1,169.14,  or  $92,610.86;  this  for  the  10,000  is 
$9.26  and  a  fraction  apiece.  The  $9.26  is  the  actual  cost  of  the 
first  year's  assurance,  and  is  actually  paid  out  by  the  Company  on 
the  supposition  that  the  Table  mortality  is  experienced.  There 
remains,  then,  of  the  net  premium,  after  the  assurance  cost  is  deducted, 
$12.04,  which,  at  4£  per  cent,  interest  for  a  year,  amounts  to  $12.58. 
This  is  the  policy-holder's  money ;  the  Company  has  nothing  to  do 
with  it  save  to  fulfil  its  contract  of  keeping  it  carefully,  and  seeing  that 
it  is  constantly  improved  at  compound  interest.  If  it  should  earn  more 
than  the  estimated  interest,  the  excess  also  belongs  to  the  policy-holder, 
and  officers  of  a  Company  have  no  moral  right,  and  I  doubt  their 
legal  right,  to  dispose  of  it  in  any  other  way  than  by  refunding  it,  in 
some  form,  to  the  owner  thereof;  nor  can  they  be  justified  in.  presuming 
upon  his  consent  to  their  diversion  of  it  from  him  to  any  object,  however 
laudable.  The  next  year  the  assured  is  41 ;  if  he  were  just  taking  his 
policy,  his  net  premium  would  be  $22.12;  yet  he' pays  but  $21.30, 
eighty-two  cents,  less,  because  he  has  on  deposit  $12.58,  which  is  the 
present  value,  in  hand,  of  eighty-two  cents  paid  annually  in  advance 
for  life  by  a  person  aged  41.  In  this  second  year,  there  are  but  9,902 
of  the  original  10,000  policy-holders  left;  of  these  99  will  die  and 
$99,000  must  be  paid  their  heirs  ;  $94,736.84  set  aside  at  the  beginning 
of  the  year  will  furnish  it,  which  for  each  would,  if  just  enough  for  the 
purpose  were  paid,  be  nearly  $9.57  :  but  the  premium,  being  $21.30,  is 
$11.73  more  than  is  requisite ;  hence  each  of  the  99  who  die  contributes 
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to  his  d\vu  policy  811.73  by  his  annual  payment,  and  812.  ">*  by  his 
deposit  from  the  first  year,  in  all  $24.31  ;  this  for  the  whole  number 
amounts  to  S2,-HM'i.69,  so  that  the  fund  to  bo  provided  by  the  <  'ompany 
is  894,736.84  diminished  by  82,406.69,  or  892,380.  K..  \vhich  will  tab. 
of  each  net  premium  89.32,  leaving  an  excess  of  811.98;  this  excess 
added  to  tbe  first  year's  deposit  of  812.58,  and  the  sum  increased  by  a 
year's  interest,  makes  the  deposit  825.66  to  the  credit  of  each  policy  in 
force  at  the  end  of  the  second  year.  If  he  were  just  entering  at  42,  the 
assured  would  have  to  pay  823;  but  he  pays  81.70  loss,  because  his 
deposit  of  825.66  is  the  present  value,  in  hand,  of  81-70  paid  annually 
in  advance,  for  life,  by  a  person  aged  42.  In  the  same  way,  every  year's 
account  with  each  policy  is  made  out ;  the  loading  for  expenses  is  taken 
out  of  the  full  premium,  the  actual  cost  of  assurance  is  then  deducted, 
and  the  remainder  is  set  aside  to  the  policy-holder's  credit.  The  amount 
of  the  deposit  on  a  policy  at  the  end  of  any  year  must  always  be  the 
present  value  of  the  difference  between  the  net  premium  paid  upon  it 
and  that  which  would  bo  requisite  if  it  were  taken  at  the  beginning  of 
the  next  succeeding  year.  The  sum  total  of  these  deposits  and  their 
accumulated  interest  is  known  as  the  "  Keserve."  In  the  earlier  years 
of  a  successful  Company,  it  is  very  large,  amounting  in  some  instances 
to  many  millions  of  dollars.  This  belongs  to  the  assured,  and  has  been. 
laid  up  by  them  for  a  sacred  purpose.  The  greatness  of  the  trust  com- 
mitted to  a  Company  will  be  apparent,  when  it  is  considered  that  this 
fund,  with  all  it  can  earn  at  table  interest,  is  a  debt  owed  by  the  Com- 
pany, and  the  whole  of  it  is  absolutely  necessary  to  meet  liabilities  as 
they  accrue ;  and  yet,  under  certain  circumstances,  a  large  part  of  it  could 
be,  by  inefficiency  or  combination  of  dishonest  officials,  diverted  from  its 
proper  use,  and  the  loss  not  discovered  in  time  to  avert  the  ,\,ie  which 
must  inevitably  follow.  Happily  our  State  has  intervened,  with  wi-e 
forethought,  and  thrown  about  the  policy-holder  a  special  and  efficient 
protection,  in  making  each  Life  Company  doing  business  within  her 
borders  annually  accountable  to  a  Department  organized  for  tho  purpose. 
If  any  defalcation  or  mismanagement  is  suspected,  it  is  the  duty  of  the 
head  of  this  Department  to  investigate  affairs,  and,  if  necessary,  to  take 
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measures  at  once  to  protect  the  interests  of  the  assured.  Constant  and 
minute  as  the  State  supervision  is,  however,  so  much  still  depends  upon 
the  Company  officers,  that  none  but  men  of  unimpeachable  character 
and  known  capacity  should  be  permitted  to  become  such ;  and  even  then 
the  yearly  accounts  should  be  rendered  in  such  form  that  those  interested 
in  the  matter  could  read,  understand,  and  judge  for  themselves.  Argus, 
with  his  hundred  eyes,  would  be  a  better  keeper  than  the  most  faithful 
State  officer  that  could  be  chosen. 

The  analysis  of  the  premium  shows  that  Life  Companies  are  purely 
commercial  in  their  character.  They  have  one  article  to  sell,  and,  when 
confined  strictly  to  their  business,  but  one,  viz.,  the  pecuniary  advantage 
which  a  man,  liable  to  die  at  any  time,  might  obtain,  for  himself  or  his 
dependents,  by  living  out  his  expectation  of  life.  Any  other  advantage 
than  this  is  incidental.  There  is  absolutely  no  margin  for  profit  in  the 
net  premium  improved  at  the  fixed  rate  of  interest.  Every  cent  of  it  is 
necessary  to  make  the  policy-holder  secure.  The  actual  cost  of  assur- 
ance and  the  charge  for  actual  expenses,  together  make  the  market 
price  which  must  be  paid  for  the  article.  What  is  left  of  the  premium 
after  the  market  price  has  been  deducted,  is  simply  a  deposit  which  the 
assured  makes  with  the  Company  for  his  own  use  or  that  of  his  heirs. 
When  a  man  takes  a  policy  for  the  benefit  of  his  wife  and  children,  he 
charges  himself  with  the  expense  as  he  does  with  any  other  family  ex- 
pense, and  for  the  same  purpose — the  sustentation  of  his  family.  He 
does  not,  or  ought  not  to  do  it  for  the  sake,  or  with  the  expectation,  of 
making  money. 

The  estimated  cost  of  the  article  is  often  more  than  the  actual.  The 
loading  for  expenses  of  management  is  heavy  enough  to  cover  the 
worst  year,  and,  in  ordinary  times,  there  is~a  surplus  from  this.  The 
lives  assured  being  selected  and  all  inferior  to  the  average  rejected,  the 
mortality  experienced  is  less  than  that  called  for  by  the  Table,  and 
hence  the  cost  of  assurance  is  less  than  that  calculated,  giving  rise  to 
another  surplus.  The  premium  is  usually  computed  on  the  supposition 
that  money  earns  but  four  per  cent,  whereas  it  actually  earns  more  than 
that.  The  combined  surplus  from  all  those  sources  is  often  very  great. 
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In  Mutual  Companies,  it  belongs  to  the  policy-holders,  and 
their  overpayments  in  advance.  It  can  not  till  be  distributed,  for,  secur- 
ity being  the  prime  object,  enough  must  be  retained  to  "  make  assur- 
ance doubly  sure  ;  "  the  rest  is,  or  ought  to  be,  returned  to  those  who 
paid  it.  This  is  */>  /•///;/.*  —  the  article  did  not  cost  as  much  as  was  unti- 
ciputed,  and  set  aside  for  it  —  and  can  be  called  "profit"  only  on  the 
principle  of  Poor  Richard's  aphorism,  "a  penny  saved  is  two  pence 
earned."  There  is,  indeed,  one  source  of  profit  to  those  of  the  assured 
who  remain  in  a  Company,  viz.,  forfeited  policies.  If  a  policy-holder 
should  neglect  to  pay  his  premium  when  due,  his  policy  is,  or  is  liable 
to  be,  forfeited  ;  in  which  case  the  Company  retains  for  itself  all  that  has 
been  paid  upon  it.  This,  however,  is  a  questionable  proceeding.  I 
know  there  are  many  reasons  urged  in  its  favor,  but  law  has  never  re- 
garded with  favor  the  payment  of  something  for  nothing.  The  State 
of  Massachusetts  does  not  allow  this  privilege  of  confiscation,  and  it 
might  be  just  to  require  Companies  everywhere  to  give  the  assured  who 
discontinues  his  policy,  a  paid-up  policy  equal,  or  nearly^  equal,  in 
amount  to  that  which  his  reserve  would  purchase.  In  many,  and  per- 
haps in  all,  of  the  Companies,  forfeiture  only  occurs,  however,  when 
the  person  who  wishes  to  withdraw  fails  to  make  timely  application  for 
an  allowance.  As  to  the  amount  of  this  allowance  or  surrender  value, 
there  is  considerable  misapprehension.  Many  seem  to  think  they 
should  receive  back  all  that  they  have  paid.  This  is  absurd,  for  part  of 
the  premiums  has  been  spent  in  paying*  the  actual  cost  of  management 
and  of  assurance  ;  all  that  remain  are  the  reserve  and  any  dividends 
which  may  have  been  declared.  In  case  no  more  premium  is  paid,  the 
Company  (i.  e.,  the  whole  body  of  the  assured)  has  an  interest  in  this 
remainder  to  the  amount  which  the  policy  would,  if  continued,  contrib- 
ute to  various  expenses  during  the  life  of  the  policy  -holder.  This  in- 
terest having  been  satisfied,  the  rest  (small  in  comparison  with  ordinary 
expectation)  may  be  equitably  allowed  on  withdrawal. 

The  analysis  of  the  premium  shows,  further,  that  there  is  no  collision 
lift  \\con  the  interests  of  Savings  Banks  and  those  of  Life  Companies. 
They  were  founded  and  are  conducted  for  different  '  purposes.  The 
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Savings  Bank  is,  as  we  have  seen,  a  great  conservator  of  public  sobriety 
and  thrift,  and  deserves  all  the  praise  that  has  or  can  be  bestowed 
upon  it.  Its  purpose  is.  as  has  been  stated,  to  stimulate  the  saving 
of  small  sums  by  offering  to  them  security,  advantages  for  ac- 
cumulation which  they  could  not  otherwise  obtain,  and  the  privilege 
of  withdrawal  in  case  of  need.  No  charges  are  made  for  manage- 
ment, as  the  expenses  are  met  by  excess  of  interest  received  over 
that  paid.  But  on  the  death  of  a  depositor,  nothing,  even  under 
the  most  favorable  circumstances,  is  guaranteed  to  his  heirs  beyond 
his  deposit  increased  at  compound  interest  up  to  the  time  of  its  with- 
drawal. If  every  man  were  sure  of  living  out  his  expectation  of  life,  and 
of  having  at  all  times  sufficient  command  of  himself  to  make  an  annual 
deposit  proportioned  to  his  means,  and  of  not  withdrawing  it  when 
made,  there  would  be  no  necessity  for  Life  Assurance.  But  no  man 
has  any  thing  approaching  such  a  certainty,  and,  therefore,  the  Savings 
Bank  must  be  supplemented  by  the  Life  Company.  This  organization, 
by  gathering  into  itself  a  number  of  persons  sufficient  to  obtain  average 
mortality,  can  safely  guarantee  its  customers  that,  in  case  of  early  death, 
their  heirs  shall  receive  the  nearest  approach  possible  to  the  pecuniary 
advantage  which  would  have  resulted  from  their  survivorship  and  con- 
tinued deposit  of  a  specific  sum.  No  man  has  a  right  to  say  to  himself, 
my  health  is  good  and  my  expectation  (say)  30  years  ;  by  frugality,  and 
the  aid  of  a  Savings  Bank,  I  can  make  adequate  provision  for  my 
dependents.  He  may  die  to-morrow,  and  all  his  calculations  be  brought 
to  nought.  But  if  he  is  assured,  and  should  die  the  day  after  he  gets 
his  policy,  his  family  will  be  saved  from  want ;  and  the  Company  will  be 
secure,  for  it  is  as  certain  as  that  the  grass  will  grow  and  the  flowers 
bloom  next  summer,  that  somebody  else  will  live  long  enough  to  make 
good  any  loss  resulting  from  his  untimely  decease.  The  loss  resulting 
from  his  untimely  death  ?  There  as  no  such  loss.  That  event  was  pro- 
vided for  when  he  entered  the  Company  as  certainly  as  the  case  of  him 
who  lives  to  the  utmost  limit  of  life.  Alter  alterius  onera  portate — bear 
ye  one  another's  burdens — is  the  appropriate  motto  of  the  New  York 
Insurance  Department.  The  Life  Company  is  a  great  mutual  protective 
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society  against  the  pecuniary  disasters  occasioned  by  the  onslaughts  of 
Time  and  Death.  No  man  of  moderate  means,  and  dependent  upon  an 
income,  can  safely  withstand  these  alone ;  associated  with  a  sufficient 
number  of  his  fellows,  he  can  defy  them. 

I  have  thus  endeavored,  Ladies  and  Gentlemen,  to  set  before  YOU,  as 
briefly  as  possible  and  as  plainly  as  I  could,  the  truths  which  lit-  at  tin- 
foundation  of  two  great  public  interests.  That  they  have  been  treated 
inadequately,  I  know — it  is  impossible  to  crush  Olympus  into  a  nut.-hcll. 
If  I  have  succeeded,  however,  in  stripping  the  subject  of  Assurance  of 
some  of  its  mystery,  and  in  convincing  you  that  both  the  institutions 
considered  are,  in  their  legitimate  spheres,  founded  upon  the  rock  of 
unquestioned  principle  and  fact,  and  not  upon  the  sands  of  speculation 
and  chance,  I  have  done  all  that  I  hoped. 

Both  the  institutions  commend  themselves  to  all  thoughtful  men — the 
Life  Company  no  less  than  the  Savings  Bank.  Any  abuses  which  may 
exi-t  in  their  management  are.  remediable  :  even  with  all  their  faults, 
they  do  more  than  any  other  material  interests  to  promote  sell-roj..-.-:. 
self-reliance,  and  virtue.  The  one  is  a  complement  of  the  other,  and 
both  are  most  advantageously  employed  when  used  together.  Together 
they  afford  the  surest,  I  had  almost  said  the  only,  means  by  which  a 
man  of  limited  income  can  suitably  provide  for  those  whom  it 
once  his  duty  and  his  pleasure  to  protect.  I  do  not  speak  now  of  tho-e 
who  have  enough  and  to  spare,  but  rather  of  him  in  whom  the  MUM 
of  duty  is  great  and  whose  resources  are  small,  whose  spirit  truly  is 
willing  but  whose  purse  is  weak.  Almost  any  such  man  can,  with  pru- 
dence and  industry,  save  something ;  it  is  not  a  violent  presumption  to 
suppose  that  he  can  save  twenty-five  cents  a  week.  He  can  do  it  by 
denying  himself  some  small  physical  gratification.  I  say  />/n/.-<  >'<-,/> 
gratification,  because  in  this  bounteous  city  there  is  little  need  to  deny 
himself  anything  else.  If  he  has  children  to  educate,  there  are  the 
public  schools;  if  he  has  literary  or  scientific  tastes  of  his  own  to 
gratify,  there  are  the  public  libraries ;  here,  in  the  building  in  which 
we  are  now  assembled,  are  schools  theoretical  and  practical,  a  fine 
reading-room  abundantly  furnished,  a  library  well  >eleefed  and  already 
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extensive,  and  all,  by  the  gift  of  its  munificent  founder,  open  to  every- 
body without  money  and  without  price.  With  all  this  assistance,  the 
man  is  poor  indeed,  who  cannot,  by  such  denial  as  would  merely  make 
him  more  of  a  man,  lay  by  the  sum  mentioned.  Let  him  deposit 
this  in  a  Savings  Bank,  and  with  the  aid  it  there  receives  it  will 
amount,  at  the  end  of  the  year,  to  $13.30.  $9.08  of  this  will,  if  he  is 
thirty,  give  him  a  life  policy  of  $400,  which,  the  moment  he  secures  it, 
will  make  his  family  comparatively  safe  against  the  beggary  which  his 
death  might  otherwise  occasion.  The  rest  of  his  savings  he  can  leave 
in  the  Bank — it  will  be  a  nucleus,  small  it  is  true,  but  certain  to  grow. 
Surely  the  slight  self-denial  implied  will  be  a  thousand-fold  repaid  by 
the  resulting  tranquillity  of  mind  and  proud  consciousness  of  sacred 
obligations  fulfilled.  Once  having  started  on  this  course,  he  will  no 
longer  have  to  rely  solely  upon  his  own  energy.  He  will,  by  the  very 
fact  of  beginning,  place  behind  his  pittance  the  mighty  power  of  com- 
pound interest.  Do  you  know  what  this  power  is  ?  Francis  Baily  has 
proved  that  if  a  penny  sterling — two  cents  of  our  money — had  been 
put  out  at  five  per  cent  compound  interest  at  the  beginning  of  the 
Christian  era,  it  would  have  amounted,  at  the  end  of  the  year  1810,  to 
more  money  than  could  be  expressed  by  three  hundred  and  fifty- 
seven  millions  of  globes,  each  equal  to  the  Earth  in  magnitude,  and 
all  solid  gold!  With  such  a  colaborer,  the  merest  pigmy  might  be- 
come a  giant: — any  one  may,,  at  least,  if  he  act  well  his  part,  escape 
that  scriptural  denunciation  which  declares,  that  he  who  provides  not 
for  his  own,  and  especially  for  those  of  his  own  house,  has  denied  the 
faith  and  is  worse  than  an  infidel. 
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"American  Experience"  T<il>!>  »f 
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'•'•Expectation  of  Life" 

AS  DETERMINED  PROM  THE  FOREGOING  TABLE. 
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